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Electronic
filing update

ithelectronically filed
returns up more than 33
percent over the same time

last year by mid -March, Maryland’s
electronicfiling programishaving
another banner year. While tax
professional s have had avery smooth
e-filing season so far, we have afew
reminders to pass on to both pros and
onlinefilers.

 Only current year resident returns
can befiled electronically, whether
they are filed through a preparer or
online.

* Preparers are no longer required to
send in the signature document
(502EL ) for electronically filed
returns. Instead, they must keep
these forms for three years, along
with W-2s and 1099s.

* Taxpayers who owe money can file
electronically through a preparer or
online and pay the bal ance due by
April 17, 2000, using Form 502PV.
Thisformisavailable in the Mary-

Please see filing update on page 5
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Extension of time to file offered

Maryland filing season news

Taxpayers who don’t owe addi-
tional tax on their Maryland returnsand
request an extension of timeto file their
federal income tax returns receive a
Maryland extension automatically. If
they don’t owe additional tax but didn’t
fileafederd extension, they can easily
request aMaryland extension:

» On the comptroller’'s Web site at
www.marylandtaxes.com.

* By calling 410-260-7829 from
Central Maryland or 1-800-260-3664
from elsewhere.

Comptroller’'s Comments

To use the Internet or automated
telephone system, taxpayers or
preparers need to indicate thefiling
status and enter the taxpayer’s Socia
Security number. For joint returns,
enter both Social Security numbers.

Taxpayersfiling for extensionswho
owe additional tax must file Maryland
Form 502E, Individual Applicationfor
Extension of Timeto File, or Form 504E,
Fiduciary Application for Extension of
Timeto File, and include payment of
the tax due by thefiling deadline.

Please see filing season update on page 2

E-file grows, thanks to preparers

One of my mgor goasas Comptrol-
ler istoincrease dectronicfiling, because
of the benefitsit providestaxpayers, tax
preparers, and the Comptroller’s Office.
From fast refunds and error-free returns
for taxpayers and preparers to paperless,
efficient processing for our office,
electronicfilingisawin-win proposi-
tion for everyone.

Electronicfiling hasgrown dramati-
cally sinceit wasintroduced, and this
year isno exception. Through mid
March, eectronicfiling had increased
more than 33 percent over the same
timelast year. The number of people
who filed by persona computer had
already surpassed last year’s total.

But the real growth in electronic
filing has come from taxpayersusing
professional tax preparers. Last year,

of the 300,000 Marylanderswho filed
eectronically, aimost 279,000 used the
services of atax professional. Earlier
thisyear, my office recognized
preparers in each county who'd shown
the greatest growth in electronicfiling
from tax year 1997 to 1998. We
celebrated increases ranging from 14 to
235 percent, commending preparers
from Lavaleto Sdisbury and pointsin
between who hel ped us to another
record year in electronic filing. And,
with electronic filing through preparers
running well ahead of last year, we
expect another record for 1999 returns.
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William Donad Schaefer
Comptroller of Maryland
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Filing season update from page 1

The extension of timeto fileis not
an extension of time to pay. Taxpay-
ers who do not pay the amount due by
April 17, 2000, will oweinterest and
penalty. These forms are available on
the comptroller’s Web site at
www.mar ylandtaxes.com or through
Forms-by-Fax at 410-974-FAX X (3299).

Don’t forget direct deposit

Please remind your clients about the
benefits of having their refundsdirectly

deposited into their bank accounts.
Taxpayerswho fileeectronicaly and
request direct deposit will havetheir
refundsin their bank account within 48
hours after we accept and process the
return. Through March 13, 2000, we

processed 148,505 direct deposit refunds

from both paper and el ectronic returns.

Underpayment of
estimated tax

If you or aclient paidtoolittlein
estimated tax for 1999, you may owe

Questions about

For tax year 1999, taxpayers
have good news on two fronts - a
continued phase-in of the state
income tax cut and asimplified local
tax calculation. Thelocal income tax
changes have generated a very small
number of questionsto the
Comptroller’s Taxpayer Services
Section—Iless than 1 percent of total
tax inquiries. Thosewho call usualy
ask whether local rates and resulting
local tax liabilities haveincreased.

Before the 1998 income tax
reduction, thelocal incometax was
calculated as a percentage of state
incometax liability, with ratesranging
from 20 percent to 60 percent of state
income taxes.

When the state tax was reduced
in 1998, the counties were held
harmless; that is, the state tax cut
didn’t flow through to thelocal income
tax. A local rate of 50 percent, for

of areduced state tax liability but did
not increase the dollar amount of the
local tax liability. For thefirst year the
state tax cut was in effect, taxpayers
basically had to calculate the state tax

example, became a greater percentage

local income tax

twice, once to generate the state tax
liability and once to generate astarting
point for thelocal tax liability.

In 1999, the General Assembly
smplified the calculation and €limi-
nated the need to calculate state taxes
twice. The new method allowed the
increase in the personal exemption to
flow through to thelocal incometax.
To make up for the resulting revenue
loss, the local tax was converted to a
flat percentage of taxable income and
the counties were alowed to set their
tax rates between 1 percent and 3.05
percent of taxableincome. Within
those limitsthey were given the
authority to increase or decrease |ocal
income tax revenue or hold revenue at
thelevel they would have received
under the old tax structure.

Counties generally have adopted
rates that are revenue neutral for
local governments. However,
establishing rates that produce the

same total revenue from all taxpayers

resultsinindividual tax billsthat are
slightly higher for about half of a
county’staxpayers and slightly lower
for the other half.

interest on the underpayment. Form
502UP should help you determineif

you owe interest. Generally, you do
not owe interest for tax year 1999 if:

* You owe less than $500 on income
that is not subject to Maryland
withholding;

 Each 1999 estimated payment,
made quarterly as required, is equal
to or more than 25 percent of the
total tax liability for 1998;

* You made quarterly payments
during 1999 which equal 90% of the
tax liability for 1999;

* If at least 90% of your taxable
income is taxable by another state
and the underpayment is not greater
than the local tax, not interest is due.
This is done because some states
don’t withhold enough incometo
cover thelocal tax liability.

Payments by voucher

Toinsurethat individual estimated
payments submitted with 502DEP
vouchers are processed and posted
promptly, please mail themto the
following address:

State of Maryland

Revenue Administration Division
PO. Box 17251

Baltimore, MD 21297-0502

Withholding payments submitted
with vouchers provided in the coupon
book should be mailed to:

State of Maryland

Revenue Administration Division
PO. Box 17132

Baltimore, MD 21297-0175

Any payments without preprinted
vouchers should be sent to:

Comptroller of Maryland
Revenue Administration Division
Annapolis, MD 21411-0001
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of the questions preparers have been asking this year:

What happens if direct deposit information on the
Maryland return, such as bank account number or
routing number, is incorrect?

If the refund is returned to us because of incorrect
information, we process a paper refund check, which we
send to the taxpayer with aletter explaining that the
refund couldn’t be deposited el ectronically because of
incorrect information on the return.

Who are the approved vendors for substitute forms?

Preparers can get a list of approved vendors by
checking the Comptroller’s Web site at
www.mar ylandtaxes.com, through our Forms-by-Fax
system at 410-974-3299, or by calling the hotline.

e Hot line, e-mail help for preparers N

Answersto questions, information about clients' accounts, and other filing season help arejust an e-mail or phone
call avay for tax practitioners. By e-mailing us at taxprohep@comp.statemd.us or caling the Tax Practitioners
hotline at 410-260-7424, you can get fast answers from tax experts who specidize in helping preparers.

So far thisfiling season, most hotline calls have been from preparers verifying estimated payments, asking for
forms, checking to see if returns have been processed, and checking on refunds for their clients. Below are some

Does Maryland have a Power of Attorney form?
No. We accept the federal Power of Attorney form.

If a person spent seven months in Maryland in
1999 because of a temporary job assignment but
had no intention of becoming a Maryland resident,
does he file as a resident or non-resident for
1999? And if the job runs into 2000 for three
months, does that status carry over from 1999?

Each year is treated separately for the purpose of
filing asaresident or non-resident. In 1999, the
taxpayer should file as aresident because helived in
Maryland more than 183 days. For tax year 2000, the
taxpayer should file as a non-resident, because he
would have lived in Maryland less than 183 days.

Fuel supplies, prices raise questions

climbed steadily in recent months. You may not know

that, sincethe end of January, fuel oil, diesel fuel,
kerosene, and jet fuel prices have also climbed and that
these fuels have sometimes been in short supply.

Whilethehesting oil Situation shouldimprovewiththe
advent of warmer wegther, gasoline prices are acontinuing
concern for Maryland motorists. Many different factors are
contributing to high fudl prices. Starting about ten yearsago,
magjor U.S. oil companiesdecided to adopt apractice called “just
intime” inventorieswhich reduced inventoriesand storage.

While this saved the companies money and reduced
environmental risk, it reducesfuel supplieson hand. A
major cause of the current crunch was the reduction in
crude oil production by the OPEC nations. An extended
cold spell in the New England states starting in mid-January
which drained kerosene supplies, refinery problems on the
east and gulf coasts, and frozen rivers and high winds

I f you drive a car, you know that gasoline prices have

which hampered barge traffic along the east coast
exacerbated the problem.

There haven’t been any price controls on liquid fuels
sincethelate 1970s, and while gasolinewill be available
for the spring and summer driving season, it may be more
expensive. The Comptroller’s Office will continue to
monitor the situation, and we will continueto test gasoline
and other fuelsfor quality to insure that Maryland
motorists get what they pay for at the pump.

— ReveNews.....

isaquarterly publication of the

Maryland Comptroller’ sOffice, printedin Annapolis,
Maryland. Inquiries concerning ReveNews or requests
for this publication in an alternate format can be di-
rected to the Communi cations Office, Box 466, Goldstein
Treasury Building, Annapolis, Maryland 21404-0466,
410-260-7252 (voice) or 410-260-7157 (TDD). Editor:

Gail Parran gparran@comp.state.md.us
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The courts

Sales and use tax

Custom calling, 976
telecommunications
services

n December 10, 1999, the
OM aryland Tax Court ruled on

two separate issues in Bell
Atlantic-Md., Inc. v. Comptroller,
ruling for Bell Atlanticin oneand for

the comptroller in the other.

Oneissueinvolved whether Bell
Atlantic should have been charging
and collecting sales taxes on a service
called Fixed Call Forwarding. Under
Maryland law, “ custom calling services
provided in connection with basic
phone service” are taxable. The
comptroller held that Fixed Call
Forwarding was a type of Call For-
warding, whichisclearly understood
to be a custom calling service.

The comptroller also pointed out
that most tariffsfiled by other phone
companies in other states considered
Fixed Call Forwarding to be a custom
calling service. The court didn’t make
afinding that Fixed

Call Forwarding was or was not a
custom calling service. However, it
found that, as a matter of fairness, it
could not require Bell Atlantic to pay
the tax on it because Bell Atlantic's
tariff, amatter of public record, listed
certain services as custom calling, not
including Fixed Call forwarding. Bell
Atlantic collected and remitted the tax
onthe servicesit listed.

Also, the court noted that the
legislature knew of Bell Atlantic’slist
of custom calling serviceswhen it
enacted the law and that the comptrol -
ler had not promulgated aregulation

decide...

that would have clearly included Fixed
Call Forwarding as a taxable custom
calling service.

The other issue was whether Bell
Atlantic was a co-vendor of 976
telecommunications services along
with theinformation providers (such
as Did-a-Prayer, Dateline, Trip Info
Line, etc.) and, therefore, equally
liable for remitting the salestax.
Evidence showed that Bell Atlantic
imposed the salestax on 976 calls,
collected the money, and then sent the
money to information providers
located all over the country for them
to remit to Maryland. However,
Maryland never received the money.

Bell Atlantic contended that it did
not sell the information servicesto the
end users, the callers, and was there-
fore not liable for the tax. The court
disagreed, finding that Bell Atlantic
provided the 976 servicesin partner-
ship with theinformation providersand
was equally liable for the tax.

Vendor’s discount

T he Circuit Court for Baltimore
City, affirming aMaryland Tax
Court decision, held that a
businessfiling multiple salesand use
tax returns could calculate the vendor
discount for collecting the tax on each
return without considering the sales
reported on any of the other returns.

The February 1, 2000, decision
involved the comptroller’s salesand
use tax assessment against Fairland
Market, Inc. t/a McKays Food &
Drug, et al. The taxpayer, which
operated between six and seven retail
locations during the audit period filed
separate sales and use tax returns for
each location, cal culating the discount
on each return. By calculating the

discount this

way, the

taxpayer deducted

alarger discount than it

would have by filing aconsolidated
return. The comptroller based the
assessment on the fact that the
taxpayer was eligibleto file aconsoli-
dated return under Maryland law and
was thus required to calculate the
discount asif al the sales from each
store were added together.

The taxpayer contended that the
comptroller didn’t giveit the authoriza-
tionto filethe consolidated return,
athough, in fact, the taxpayer merely
had to ask to do so. The comptroller
has appealed the decision.

Tax exempt sales

naJanuary 11, 2000, decision, the
I Maryland Tax Court found that
some of Sodexho Marriott’s
purchases of non-food supplies were
not taxable because the company
was operating as an agent for various
tax-exempt entities.

In Sodexho Marriott manage-
ment, Inc., f/k/a/ Marriott man-
agement Services Corporation
and Sodexho Marriott manage-
ment, Inc., f/k/a/ Saga Health
Care Dietary Management, v.
Comptroller, the court upheld parts
of the assessment while overturning
other parts, based on the contracts
between Sodexho Marriott and
certain of its clients, as well as
witness testimony.

The comptroller appealed the
decision onone of theinstitutionsin
guestion on the grounds that Marriott
didn’t act as its agent.

Please see Courts on the next page
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Courts from previous page

Membership fees

T he Maryland Tax Court has
agreed with the comptroller that
“membership fees’ paid prima-
rily to subscribe to amonthly newsl et-
ter are taxable. In Nutz and Boltz,
Inc. v. Comptroller, the corporation
claimed that the fees it collected were
non-taxable membership fees.

However, inits February 29,
2000, decision, the court found that
the main purpose of the $22 fee was
for asubscription to the corporation’s
monthly newsl| etter.

The court also found that, because
the newsletter is printed material
containing informationin atangible
format, its sales, through subscription,
is subject to tax and does not fall
within the scope of the exemption for
newspapers.

Electronic filing

Continued from page 1

land el ectronic filing handbook or
online at www.mar ylandtaxes.com.

* Onlinefilersno longer need to
complete or send in the 5020L
signature form. Instead, they will
be asked to enter the federal
adjusted grossincome (line 1) from
their 1998 Maryland Form 502 or
line 1c from the 1998 Form 123.
Thiswill serve as a personal
identification number (PIN) or
electronic signature. If you filed a
joint return last year, be sure to use
the federal AGI number on last

decide...

Income Tax

Fraudulent W-2s

tax fraud scheme based on

A self-prepared W-2s has

resulted in home detention for
the former chief of computer opera-
tions of the State Health Department.
On January 12, 2000, Robert McGlone
pleaded guilty to one count of willfully
filing afalse return and one count of
felony theft in the Baltimore County
Circuit Court.

Mr. McGlone prepared fraudulent
W-2s and submitted them with both
federal and state returns. Fraud
examinersin the Comptroller’s Office
detected the scheme before the 1997
refund was issued. Mr. McGlone was
sentenced to three yearsin prison with
al but six months suspended, to be
served on home detention, and to five
years probation. He was aso ordered
to pay restitution for other years that
refunds had been issued.

update

year'sreturn, even if you'refiling
separately thisyear. If you filed a
separate return last year but are
filing ajoint return thisyear, use the
numbers from both of last year’s
returns on the joint return.

* Onlinefilers should not use cents,
decimals, commas, or dollar signsin
their PIN numbers. They should
just use wholedollar amounts using
just the numbers.

If you have questions about
Maryland’selectronic filing program,
e-mail us at efil@comp.state.md.us
or call 410-260-7753.

Use tax on
overseas
purchases

Using information from the
U.S. Customs Service, the
Comptroller’s Officeiscontacting
people who buy items overseas
and have them shipped to Mary-
land to determineif they have paid
the Maryland use tax. Maryland
law requires the 5% use tax be
paid on the sales price of articles
brought into and used in Maryland,
no matter where they were
purchased, unless the goods are
for resale and the buyer has a
valid resale certificate.

Examples of goods purchased
overseas and shipped to Maryland
includefurniture, jewelry, and
artwork. While Maryland allows
a use tax credit for sales taxes
paid to another state, foreign value
added taxes (VAT) do not qualify
for the credit. Some foreign
countrieswill refund the VAT on
goods shipped out of the country.

To learn more about the
consumer use tax and how to pay
the tax on items purchased out of
state, you can download a copy of
the tax tip, What you need to
know about Maryland's use tax,
and the consumer use tax form,
from the comptroller’s website at
www.marylandtaxes.com. Or,
you can call our Forms-by-Fax
serviceat 410-974-FAXX (410-
974-3299); ask for item #3018
fromindex 2. You can also call
the Taxpayer Service Section at
410-260-7980in central Maryland
and 1-800-MDTaxestoll-free
from elsewhere to receive your
free copy of thistip.
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charter compliance
program

Notices target
misuse of itemized

deduction

Starting in February, the Comp-
troller’s Office has been sending
notices to taxpayers who wrongly
itemized on 1997 and 1998 Maryland
state and local income tax returns.

Taxpayerswho itemize on their
federa return may either itemize or
claim the standard deduction on the
Maryland return. However, taxpayers
claiming the standard deduction on the
federal return may not itemize on the
Maryland return.

If the taxpayers pay the tax and
interest due on thefirst notice, no
penalty will be assessed. If the
Comptroller’s Office makes aformal
assessment, penalty will be added. If
you have questions about these
notices, please call the Compliance
Division at 410-767-1966.

Businesses
operating with
revoked licenses
spur court action

Business owners who continue to
make taxable sales after the Comp-
troller’s Office revokes their sales and
use tax licenses could find themselves
incourt - and possibly injail.

As part of a stepped-up enforce-
ment program, the Comptroller’s
Officeisfiling court actions against
merchants who' ve had their licenses
revoked but continue to make retail
salesillegaly.

The affected businesses’ licenses
were usually revoked for failure to file
and/or pay the tax they collected. In
cases where these taxpayers have not
cooperated with the state to arrange a
payment plan or other means of
settling the overdue taxes, the license
isrevoked.

When businesses ignore both the
revocation and subsequent notices, the
Comptroller’s Officefiles Complaints
for Injunctive Relief aswell as Peti-
tionsto Cite Defendants for Construc-
tive Civil Contempt.

Individual swho disobey acourt
order, including an order enjoining
them from making retail saleswithout
the proper license and without remit-
ting all thetax due, can befoundin
contempt of court and be punished by
incarceration.

Liquor license
renewals

If you have aliquor license up
for renewal this spring, be sure
you've filed all of the returns and
paid all of the taxes you owe the
Comptroller’s Office.

Each year before renewal time,
whichisMay 1inmost local subdivi-
sions, the Comptroller’s Office gives
local liquor boardsalist of licensees
who have not filed all tax returns or
who have an outstanding balance for
salesand use, employeewithholding,
or admissions and amusement taxes.

Liquor boardswill hold up license
renewals until all tax problems are
resolved. For moreinformation, you
can call the Business Collection
Section at 410-649-0633.

Each year, the Comptroller’s
Office certifies to the Department of
Assessments and Taxation delinquent
taxes owed by Maryland corporations.
If the corporations don’t resolve the
tax problems, their corporate charters
will berevoked.

In early summer, wewill beginto
notify companiesonthelist to give
them a chance to resolve their tax
problems before we notify Assess-
ments and Taxation. Assessments
and Taxation will also notify the
corporation before taking any action.

Smuggling arrests
continue

A March cigarette smuggling
arrest on Route 95 near Route 175 in
Howard County brought the total
number of arrests to 24 since the
cigarette tax increased from 36 to 66
cents per pack on July 1, 1999. Since
then, the comptroller’s agents have
seized 146,714 packs of cigarettes
valued at $472,712 and representing a
tax lossto Maryland of $96,831.

MACPA will alert
members of online
ReveNews

Thanks to the cooperation of the
Maryland Association of Certified
Public Accountants, association
memberswill be notified every timea
new issue of ReveNews is posted on
the comptroller’s Web site.

Theorganizationise-mailing
interested members and sending them
the link to ReveNews as each new

Please see briefly noted on the next page
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Briefly noted. . .

Continued from previous page

issue is posted. If you're an MACPA
member who hasn’t received this
notification, you can subscribe on the
organization’s Web site at
www.macpa.org. The MACPA Web
site also posts the link to ReveNews on
its State Tax Committee Web page.

Maryland’s strong
economy pushes

estimates upward

Stating that the economy isthe
best in a generation, the Board of
Revenue Estimates has increased its
previous estimate of state General
Fund revenue by $575 millionto
$9.092 billion for the current fiscal
year, 2000, which ends June 30.

Inits December 14, 1999, meeting
with Governor Parris Glendening, the
board, consisting of Comptroller
William Donald Schaefer (Chair),
Treasurer Richard Dixon, and State
Budget Secretary Frederick W.
Puddester, also projected that General
Fund revenues will grow 3.2% to
$9.386 hillion for fiscal year 2001.

“Personal income and employment
are two important factors responsible
for the largest share of state rev-
enues,” said Comptroller Schaefer.
The board estimates personal income
grew 5.6% in 1999 and that it will
increase 5.4% in 2000 and 5.9% in
2001. Employment was expected to
increase 2.1% in 1999 and 1.6% and
2.1% in 2000 and 2001 respectively.

Prince Frederick
office phone service
expanded

Telephone access to the Prince
Frederick taxpayer service office has
been expanded to serve the growing
number of calls from the Washington
D.C. metropolitan areaand outlying
counties.

By calling 301-855-1317, resi-
dents in Washington, D.C., Prince
George's County, and northern
Calvert County, as well as parts of
Anne Arundel, Charles, and Mont-
gomery counties can how contact the
Prince Frederick office with alocal
call Monday through Friday, from
8:00 am. to 5:00 p.m.

The old number, 410-535-8830,
continues to serve callers throughout
Calvert County.

Vs

Need last minute help?

Tax help for tax practitioners: Taxpayer service:

E-mail: taxprohelp@comp.state.md.us
Tax practitioners’ hotline: 410-260-7424
E-file help:

E-mail: efil@comp.state.md.us

or cal 410-260-7753

Comptroller’s Web site
www.mar ylandtaxes.com
e-mail:
forms@comp.state.md.us

Forms-by-Fax:
410-974-FAX X (410-974-3299)

410-260-7980 from Central Maryland or
1-800-MD TAXES (1-800-638-2937) from elsewhere

Extended phone hours:

Monday to Friday, 8:00 am. to 9:00 p.m. through
April 21,2000

Forms and Instructions

By phone:
410-260-7951, 24 hours a day, seven days aweek

Refund information:

online at www.mar ylandtaxes.com

By phone 24 hours a day, seven days a week
410-260-7701 from Central Maryland
1-800-218-8160 from elsewhere
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Unclaimed property “amnesty” program extended

Businesses that are overdue in
reporting unclaimed property to the
state now have until October 31, 2000,
to report that property to the Comp-
troller’s Office without paying penalty
and fines. Theoriginal program
deadline of December 31, 1999, has
been extended to give holders more
timeto benefit from this nationwide
voluntary compliance program.

Bus nesses holding unclaimed assets
can turn them over to participating States
and be exempted from pendlties, interest,
and/or fines, depending on what the state
levies. Maryland waives penalty and
interest. Holdersparticipatinginthe
programwill also get theinformation
they need to report properly inthe

future. Sincethe program started, more
than 1,000 holders have reported
accountsworth more than $764,000 to
the Comptroller’s Office. Holdersthat
don’'t comeinto complianceduring the
program may be subject to audit aswell
aspenaltiesand finesfor failingtofilea
report of unclaimed property.

Examplesof unclaimed property
commonly held by businessesinclude
bank accounts, contents of safe deposit
boxes, wages, insurance benefits,
security deposits, and stock dividends.
Financid ingtitutions, insurance compa:
nies, corporationsand other businesses,
utility companies, and government
offices must report such itemsto the
Comptroller’s Officeif they are un-

claimed by their ownersfor fiveyearsor
more (15 years for travelers' checks).

Businesses holding unclaimed
assets should contact the participating
states to find out more about their
programsto visit the National Asso-
ciation of Unclaimed Property Admin-
istrators at www.unclaimed.org. To
learn more about Maryland’s amnesty
program, you can get a copy of the
fact sheet, Can the Unclaimed
Property “ Amnesty? Program Help
You? from the Comptroller’'s Web site
at www.marylandtaxes.com. You
can also call the Unclaimed Property
Unit at 410-767-1700 in the Baltimore
areaor 1-800-782-7383 toll-free from
elsewhere.
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